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Meritage’s different approach
A three-stage selection process
To create Meritage Portfolios, a team of investment specialists selects between 30 and 50 of the best mutual funds
and ETFs on the market.
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1. Screening

2. Quantitative analysis

3. Final selection

5,000 FUNDS AND 2,000 ETFs
FOCUS ON PROVEN FUNDS

200 TO 400 FUNDS AND ETFs
SEEKING ADDED VALUE

20 TO 30 FUNDS AND 10 TO 20 ETFs
MAKING OPTIMAL CHOICES

Our investment beliefs
Evidence-based
decisions

Adding value through
active management

Through our robust due
diligence process, we model
our analyses to remain
truly rational.

We manage a dynamic mix
of active and passive solutions.
Our competitive advantage
lies in our selection of portfolio
managers across all asset
classes to actively manage
different risk factors for
greater returns when markets
are inefficient.

Risk
management

Focused
investment strategy

We carefully budget the risk
in our portfolios through
an optimal diversification
of styles, factors and portfolio
managers using uncorrelated
historical risk premia.

Fundamental to NBI’s success,
following this investment
process brings in the best
investment results
for our clients.
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Fixed income
John Shaw, CFA
Vice-President, Portfolio Management and Portfolio Manager
CI Global Asset Management

CI Signature Canadian Bond Fund
[Held within 13 Meritage Portfolios: get more information]

Opportunities

Challenges

The Canadian fixed income market has seen a tremendous
backup in rates and wider credit spreads during the first
8 months of the year. Total yield on the market index is
now 3.85%1 (up just over 200bps from the end of 2021).
The move has been painful for investors, but following
this large reset, Canadian fixed income offers a much
better risk reward opportunity.

Inflation remains the number one concern for Central Banks
and the market globally. No central bank wants to see
inflation take hold as it did in the 1970s, including the
Bank of Canada. Central Banks will allow unemployment
to rise so wage growth falls and thus consumer demand
wanes, to reduce inflation. Financial conditions need
to tighten for them to be successful, and so we expect
Central Banks to continue tightening in 50 or 75 bps per
meeting until they meet their restrictive ranges.

The U.S. and Canadian economies continue to post solid
employment and decent consumer spending numbers.
The U.S. has posted 2 quarters of back-to-back negative
gross domestic product (GDP) growth to start the year due
to inventory declines and high imports. Canada is likely a
quarter behind the U.S., as it opened up later than the U.S.
from the winter Covid-19 Omicron variant. As well, higher
energy prices are supporting the Canadian economy.
Companies in first half of 2022 have posted strong quarterly
earnings, but several sectors are now guiding lower.
Margins are expected to decrease as the global economy
slows for a variety of reasons; Chinese zero Covid policy,
the War in Ukraine and subsequent higher energy prices,
and Central Banks’ determination to fight inflation.
Generally, companies are well positioned for a downturn
with lower leverage, so we don’t expect the same number
of defaults, ratings downgrades, or spread widening
as in past soft landings/recessions.

Fund Strategy
The CI Signature Canadian Bond fund is neutral duration,
but we have been playing the ranges to add incremental
value. We expect these opportunities to exist into the fourth
quarter of 2022, and until ultimately Central Banks ease
off tightening, and inflation is clearly heading lower. The
corporate bond overweight has been reduced significantly
this year, especially during the risk on moves, in this bear
market for credit. As recession fears take hold possibly later
in the year, this will likely present a very good opportunity to
increase the credit weight again.
Overall, we believe the market has or will soon reach its
peak in yields thus it is an opportune time to increase your
exposure to fixed income, especially for those investors that
have been under weight over the past number of years.

The 10-year U.S. rates reached a high of 3.50% in mid-June
at the height of Federal Open Market Committee (FOMC)
perceived hawkishness. However, over the next 6 weeks
rates fell and the equity market rose as capital markets were
already talking of a Federal Reserve (Fed) pivot even though
inflation has barely comedown. The FOMC has raised the
overnight rate by 225 bps to 2.50% and believes that 3.5%
to 4.0% is the range needed to bring down inflation to its 2%
target by the end of 2024.2 At Jackson Hole, Chair Powell
re-stated the Fed’s determination to combat inflation over
employment at the current time. This time the capital markets
appear to be listening! We like to add duration to the Fund’s
portfolio at the top of the 3.25% to 2.75% range and reduce
at the bottom as market sentiment changes.

1 Data as of August 15, 2022
2 Data as of August 17, 2022
Views expressed regarding a particular company, security, industry, market sector, future events (such as market and economic conditions), company or security
performance, upcoming product offerings or other projections are the views of only the portfolio managers, as of the time expressed and do not necessarily represent
the views of National Bank of Canada and its subsidiaries (the “Bank”). Any such views are subject to change at any time based upon markets and other conditions,
which could cause actual results to differ materially from what the portfolio managers presently anticipate(s) or project(s). The Bank disclaims any responsibility to
update such views. These views are not a recommendation to buy or sell and may not be relied on as investment advice.
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Fixed income
David Matheson, MBA, LLM, CFA
Principal, Co-Chief Investment Officers
RPIA

RP Strategic Income Plus Fund
[Held within 12 Meritage Portfolios: get more information]

Opportunities

Challenges

Stocks and bond prices moved higher towards mid-summer
after markets priced in a slowing Federal Reserve (Fed)
hiking cycle on softer-than-expected U.S. Consumer Price
Index (CPI) readings. Bonds rallied in mid-June as treasury
yields fell on renewed hopes that the acceleration in
inflation has peaked, presumably allowing the Fed to reach
its terminal rate (i.e., the rate at which the market expects
to be reached at the end of this hiking cycle) and pause
hikes sooner than expected. Credit spreads also tightened
in July and the first week of August, providing investors with
the hope that a potential peak in inflation may correspond
with the coveted soft landing and a resilient economy
in 2023 and beyond.

In Canada and the U.S., the labour shortage remains a
constraint, as do higher wages which continue to pressure
costs and margins. In Europe, the energy shock amid
Russia’s invasion of Ukraine, along with the recent slowdown
in China’s GDP, increases the chance of a hard recession
in that region.

Unfortunately, the market may have been ahead of itself,
as evidenced by rising yields and widening spreads towards
the end of the quarter, proving once again this will not be a
traditional path to recession or recovery. The rising cost of
capital seems to be moderating demand somewhat, but
stickier components of inflation, such as shelter
and healthcare costs, remain stubbornly high.

Year-to-date, the policy rates of the Bank of Canada and
the Fed have already increased by 300bps.1 Nonetheless,
we believe central banks have been front-loading rate hikes
which could lead to a greater probability that the market
has seen the bulk of interest rate hikes during this cycle.
This phenomenon can be depicted by the convergence
between the implied terminal rate and the Fed’s overnight
policy rate.
At the time of preparation, terminal rate estimates sit
at ~4.4%, implying the market has priced in ~120bps of
additional tightening by the end of Q1 2023. If this path
of rate hikes is realized in absence of any further surprises,
we would expect bond market volatility to be reduced
significantly, allowing us to grow more comfortable and
increase our allocation to risk assets.
The silver lining of this turbulent environment is that all-in
yields are now the most attractive they have been since the
aftermath of the Great Financial Crisis.2 Investment grade
corporate bonds now offer higher yields today than high
yield bonds did a year ago.3 At these levels, we believe yields
may provide insulation in the case of an economic downturn
or upside if inflationary pressures unexpectedly decrease.
In either scenario, the recent volatility has created dispersion
among sectors, issuers, and quality, which we believe
presents attractive opportunities for highly active traders.
Currently, we prefer investment grade credits, especially
those with low duration profiles (shorter-dated securities),
considering the relatively low amount of additional
compensation offered by longer-dated bonds.

1 Bank of Canada, Federal Reserve.
2 ICE BofAML. Data as of Aug. 23rd, 2022. The ICE BofA U.S. Corporate Index currently yields 4.7%, its highest effective yield since April 2010 (excluding several days
during March 2020).
3 ICE BofAML. Data as of Aug. 23rd, 2022. Today, the ICE BofA U.S. Corporate Index yields 4.7%, ~52bps more than the effective yield of the ICE BofA U.S. High Yield
Index a year ago.
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Fixed income
David Matheson, MBA, LLM, CFA
Principal, Co-Chief Investment Officers
RPIA

RP Strategic Income Plus Fund
[Held within 12 Meritage Portfolios: get more information]

Market Expectations for the Fed Funds Rate
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Source: Blooberg. Data as of Sep. 28, 2022.

Fund Strategy
Geographically, the portfolio is primarily exposed to Canadian and U.S. markets and has maintained a low exposure to Europe,
given the elevated macro risks in that jurisdiction. Sector-wise, we remain overweight financials, specifically large Canadian and
U.S. money centre banks, given the sector’s demonstrated earnings resiliency and fortified balance sheets.
While the market, central banks and investors alike remain data-dependent, we recognize that tail risks appear to be waning,
enabling us to grow more comfortable and strategically add credit risk upon weakness.

The information herein is presented by RP Investment Advisors LP (“RPIA”) and is for informational purposes only. It does not provide financial, legal, accounting, tax,
investment, or other advice and should not be acted or relied upon in that regard without seeking the appropriate professional advice. The information is drawn
from sources believed to be reliable, but the accuracy or completeness of the information is not guaranteed, nor in providing it does RPIA assume any responsibility
or liability whatsoever. The information provided may be subject to change and RPIA does not undertake any obligation to communicate revisions or updates to the
information presented. Unless otherwise stated, the source for all information is RPIA. The information presented does not form the basis of any offer or solicitation
for the purchase or sale of securities. Products and services of RPIA are only available in jurisdictions where they may be lawfully offered and to investors who qualify
under applicable regulation. RP Strategic Income Plus Fund is a mutual fund offered pursuant to a simplified prospectus in all applicable Canadian jurisdictions
and is subject to applicable securities law and regulations. Commissions, trailing commissions, management fees and expenses all may be associated with mutual
fund investments. Please read the prospectus before investing. Mutual funds are not guaranteed, their values change frequently and past performance may not be
repeated. “Forward-Looking” statements are based on assumptions made by RPIA regarding its opinion and investment strategies in certain market conditions and
are subject to a number of mitigating factors. Economic and market conditions may change, which may materially impact actual future events and as a result RPIA’s
views, the success of RPIA’s intended strategies as well as its actual course of conduct.
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Canadian equity
Lutz Zeitler, CFA

Philip Harrington, CFA

BMO Dividend Fund
[Held within 5 Meritage Portfolios: get more information]

BMO Dividend Fund

Outlook
The sharp upswing in inflation, fueled by Covid-related
stimulus policies, ravaged supply chains, consumer demand
shifts, deglobalization trends, commodity spikes, and war,
has been a major driver of financial markets over the past
year. The torrid lift in pricing, from food to fuel, has led to
heightened investor fears over the ability of central banks to
bring inflation under control without crushing the economy,
earnings, and asset prices.

Pricing power drivers
Mission Critical Offerings

Strong Customer Positioning

Aggressive monetary policies appear to be having the
desired effect with recent monthly inflation rates showing
signs of leveling off thanks to the break in housing and energy
prices. But it is still too early to wave the ‘all-clear’ flag given
that inflation rates are doggedly high and well above where
policymakers would ultimately like to see them, suggesting
that risks to the economy and equities remain widespread.

Challenges
The inherent challenge associated with making macroforecasts is why we focus on knowing what makes a company
valuable over the long term and what built-in characteristics
a business may hold to deal with a variety of different
economic environments. Pricing power, for example, is a key
trait that we look for in our companies as it provides a very
important offset to higher input pressures.

Fund Strategy
Truly Differentiated Products

High Switching Costs

Few Alternatives

Little Customer Concentration

Strong Network Effects

Regulatory Benefits

As long-term investors, we want to hold businesses with
multiple ways to create value and grow dividends in the
face of inflation. Dollarama, for example, is well positioned
to not only weather higher inflation, but actually benefit from
it. The company’s focus and efficiency on low priced items
enables them to deliver value to the consumer on commonly
used goods. This value proposition becomes even more
attractive to the consumer in an inflationary environment
when the consumer is facing higher costs across their
household budget. Other high conviction portfolio holdings
such as Waste Connections, Thomson Reuters and
Prologis have unique business models characterized
by strong competitive moats, visible growth runways and
pricing leverage which provide natural defenses irrespective
of where inflation may track to near term. By keeping our
eye on the bigger picture, we can use anxiety-driven
markets to purchase great dividend growing businesses
at attractive prices.

Views expressed regarding a particular company, security, industry, market sector, future events (such as market and economic conditions), company or security
performance, upcoming product offerings or other projections are the views of only the portfolio managers, as of the time expressed and do not necessarily represent
the views of National Bank of Canada and its subsidiaries (the “Bank”). Any such views are subject to change at any time based upon markets and other conditions,
which could cause actual results to differ materially from what the portfolio managers presently anticipate(s) or project(s). The Bank disclaims any responsibility to
update such views. These views are not a recommendation to buy or sell and may not be relied on as investment advice.
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Global equity
Tye Bousada

Geoff MacDonald

Edgepoint Global Portfolio
[Held within 5 Meritage Portfolios: get more information]

Edgepoint Global Portfolio

Opportunities

Fund Strategy

During the first half of 2022, the S&P 500 Index entered
bear market territory, driven by tightening monetary policies
across the world to fight multi-decades-high inflation.
As active managers, we capitalized on the uncertainty
and volatility prevalent in the market. These conditions
provided us the opportunity to purchase new businesses,
while also reallocating capital within the Edgepoint
Global Portfolio (the “Portfolio”).

We took advantage of this year’s volatility and increased
positions in 11 businesses while decreasing positions in
11 others. At the same time, we exited four businesses
and added three new ones.

Challenges

An example of a new entry in the Portfolio is Cellnex Telecom.
It is Europe’s largest independent tower operator. The
company buys land and leases tower networks to telecom
companies. Over the next decade, European mobile data
volume is expected to grow at roughly 20% per year, and
Cellnex is a major provider of that infrastructure, and is an
example of a European business with fundamentally stable
attributes and several significant growth drivers.

Inflation typically acts as gravity to stock prices. The
challenges of today’s environment reinforce the importance
of finding companies well positioned to pass along price
increases and grow volume as well. From a portfolio
construction perspective, we believe we own a collection
of businesses, diversified by idea, that can do just that.
Most importantly, we’re not being asked to pay for their
future growth in today’s price.

We continue to look significantly different than the MSCI
World Index as evidenced by our high active share of 98%
(as at June 30, 2022). The chart below reflects our willingness
to look different than the crowd.

However, given concerns about a ground war in Europe,
Cellnex (like many European equities) has seen its share price
decline for reasons unrelated to business fundamentals.
We believe cellular data demand will continue to increase.
With existing tower network being underutilized by 40%
relative to U.S. peers, Cellnex has a lot of room to grow
without adding new infrastructure. In addition, we believe
an environment of higher interest rates would be positive
for the business as its contracts are linked to inflation.
We maintain strong conviction in our Portfolio’s prospects
over the long term.

Views expressed regarding a particular company, security, industry, market sector, future events (such as market and economic conditions), company or security
performance, upcoming product offerings or other projections are the views of only the portfolio managers, as of the time expressed and do not necessarily represent
the views of National Bank of Canada and its subsidiaries (the “Bank”). Any such views are subject to change at any time based upon markets and other conditions,
which could cause actual results to differ materially from what the portfolio managers presently anticipate(s) or project(s). The Bank disclaims any responsibility to
update such views. These views are not a recommendation to buy or sell and may not be relied on as investment advice.
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Global equity
Tye Bousada

Geoff MacDonald

Edgepoint Global Portfolio
[Held within 5 Meritage Portfolios: get more information]

Edgepoint Global Portfolio

The Willingness to look different from the crowd – Edgepoint Global portfolio
As at June 30, 2022
Top 25 company weights
EdgePoint Global Portfolio
Berry Global Group Inc.
Mattel, Inc.
Elevance Health Inc.
Dollar Tree, Inc.
Restaurant Brands Intl. Inc.
Affiliated Managers Group, Inc.
SAP SE
Willis Towers Watson PLC
TE Connectivity Ltd.
Fidelity Ntl. Info. Srv., Inc.
Alfa Laval AB
Subaru Corp.
Apollo Global Management Inc.
PrairieSky Royalty Ltd.
Intl. Flavors & Fragrances, Inc.
Kubota Corp.
Aramark
British American Tobacco PLC
The Middleby Corp.
Fairfax Financial Holdings Ltd.
Ross Stores Inc.
Brookfield Ast. Mgt. Inc., Cl. A
Shiseido Co., Ltd.
PriceSmart, Inc.
Motorola Solutions Inc.

MSCI World Index
5.7%
5.2%

4.5%
3.7%
2.6%

5.1%
5.1%
4.8%

2.0%
1.2%
1.0%

4.1%
4.0%

1.0%
0.8%
0.8%
0.7%
0.7%
0.7%
0.7%
0.7%
0.7%

3.3%
3.0%
2.9%
2.8%
2.8%
2.6%
2.6%
2.5%

0.6%
0.6%
0.6%
0.6%
0.6%
0.5%
0.5%
0.5%

2.4%
2.4%
2.2%
2.2%
2.1%
2.0%
2.0%
1.9%

0.5%
0.5%

1.8%
1.7%

EdgePoint Global Top 25 weight in
EdgePoint
Global
Portfolio
MSCI World
Index

77%

2%

Apple Inc.
Microsoft Corp.
Amazon.com, Inc.
Alphabet Inc.
Tesla Inc.
UnitedHealth Group Inc.
Johnson & Johnson
NVIDIA Corporation
Meta Platforms Inc., Cl. A
Exxon Mobil Corp.
Berkshire Hathaway Inc., Cl. B
Procter & Gamble Co.
JPMorgan Chase & Co.
Nestle S.A.
Visa Inc., Cl. A
Pfizer Inc.
Home Depot, Inc.
Chevron Corp.
Mastercard Inc., Cl A
AbbVie, Inc.
Eli Lilly and Co.
Coca-Cola Co.
Roche Holding Ltd.
PepsiCo, Inc.
Merck & Co., Inc.

MSCI Top 25 weight in
MSCI World
Index
EdgePoint
Global
Portfolio

27%

0%

Source: FactSet Research Systems Inc. As at June 30, 2022. The MSCI World Index is a market-capitalization-weighted index comprising equity securities
available in developed markets globally. We manage our Portfolios independently of the indexes we use as long-term performance comparisons. Differences
including security holdings and geographic allocations may impact comparability and could result in periods when our performance differs materially from
the index.
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Benefits of automatic rebalancing
How we do it
Meritage Global Portfolios are automatically rebalanced when:

+2.5%
+5%
Benefits

The market value of an underlying fund deviates more than 2.5%
from its target asset allocation.
An asset class varies by more than 5%.
Stable target asset allocation

Lower volatility

No overexposure to any asset class

Lower risk

Why it can help improve median returns
Disciplined rebalancing can help enhance long-term returns with more consistency, which is especially appreciated
in times of volatility.
Higher
probability
Reduced
probability of
lower returns

Increased
consistency
of returns

Increased
median
returns
Lower
probability
Lower return

Higher return

Unrebalanced portfolio
Graph return shape
Result

Rebalanced portfolio

Larger and lower

Thinner and taller

More likely to experience
extreme returns

More likely to experience moderate returns =
Reduced probability of lower returns can
increase median return

The graph depicts the return distributions of hypothetical rebalanced and unrebalanced portfolios. It is not intended to represent actual Meritage Portfolios.
A rebalancingstrategy does not guarantee a profit nor eliminate risk.
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1-877-463-7627

nbinvestments.ca/meritage
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The information and the data supplied in the present document, including those supplied by third parties, are considered accurate at
the time of their printing and were obtained from sources which we considered reliable. We reserve the right to modify them without
advance notice. This information and data are supplied as informative content only. No representation or guarantee, explicit or implicit,
is made as for the exactness, the quality and the complete character of this information and these data. The opinions expressed are
not to be construed as solicitation or offer to buy or sell shares mentioned herein and should not be considered as recommendations.
Views expressed regarding a particular company, security, industry, market sector, future events (such as market and economic
conditions), company or security performance, upcoming product offerings or other projections are the views of only the portfolio
managers, as of the time expressed and do not necessarily represent the views of National Bank of Canada and its subsidiaries (the
“Bank”). Any such views are subject to change at any time based upon markets and other conditions, which could cause actual results
to differ materially from what the portfolio managers presently anticipate or project. The Bank disclaims any responsibility to update
such views. These views are not a recommendation to buy or sell and may not be relied on as investment advice.
Meritage Portfolios® (the “Portfolios”) are managed by National Bank Investments Inc., a wholly owned subsidiary of National Bank
of Canada. Commissions, trailing commissions, management fees and expenses all may be associated with mutual fund investments.
Please read the prospectus of the Portfolios before investing. The Portfolios’ securities are not insured by the Canada Deposit Insurance
Corporation or by any other government deposit insurer. The Portfolios are not guaranteed, their values change frequently and past
performance may not be repeated.
These index providers are included in this document: BofA Merrill Lynch, Standard & Poor’s and MSCI. These companies are licensing
their indices “as is”, make no warranties regarding same, do not guarantee the suitability, quality, accuracy, timeliness and/or
completeness of their indices or any data included in, related to or derived therefrom, assume no liability in connection with their use
and do not sponsor, endorse or recommend National Bank of Canada and its wholly owned subsidiaries any of their products and
services. The above index providers do not guarantee the accuracy of any index or blended benchmark model created by National
Investment Bank using any of these indices. No responsibility or liability shall attach to any member of the Index Providers or their
respective directors, officers, employees, partners or licensors for any errors or losses arising from the use of this publication or any
information or data contained herein. In no event shall the above Index Providers be liable to any party for any direct, indirect, incidental,
exemplary, compensatory, punitive, special or consequential damages, costs, legal or other expenses, or losses (including, without
limitation, lost revenues or profits and opportunity costs) arising out of or in connection with the use of the content, even if advised
of the possibility of such damages.
S&P Indices are trademarks of S&P Dow Jones Indices LLC, a division of S&P Global. MSCI indices are trademarks of MSCI Inc. BofA
indices are trademarks of Merrill Lynch, Pierce Fenner & Smith incorporated (“BofAML”).
® MERITAGE PORTFOLIOS and the Meritage Portfolios logo are registered trademarks of National Bank of Canada, used under license
by National Bank Investments Inc.
® NATIONAL BANK INVESTMENTS is a registered trademark of National Bank of Canada, used under licence by National Bank
Investments Inc.
© 2022 National Bank Investments Inc. All rights reserved. Any reproduction, in whole or in part, is strictly prohibited without the prior
written consent of National Bank Investments Inc.
National Bank Investments is a member of Canada’s Responsible Investment Association and a signatory of the United Nationssupported Principles for Responsible Investment.
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